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 ACE Research Vignette: Competing through service innovation - the case 
of project-oriented firms  
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team of 
international Entrepreneurship researchers. In this vignette, Dr Sandeep Salunke shares insights from his research on 
project-oriented firms
1
. 
 
Background and Research Question 
 
The topic of innovation has received much attention both in the popular press and in academic literature. Policy makers 
have long understood that innovation forms the basis for new value creation for firms as well as in economic prosperity. 
Not surprisingly, initiatives to stimulate innovation have been at the heart of many policy and planning efforts.   
 
With the growing significance of services in the economic activity, there has been increasing interest in how firms that 
provide business services innovate and compete in the marketplace. Research in this area suggests that there are 
substantial differences between manufacturing innovation and service innovation - services being intangible, 
heterogeneous, inseparable and perishable. In the absence of patents in services we still don’t know for certain how and 
whether service firms protect their innovations and stay ahead of rivals. Much of what we know suggests that imitation is 
followed as a strategy by many service firms; however the ease of copying services may well lure many of these firms into 
complacency traps and hinder the reaping of beneficial effects associated with innovation. It is well known that many 
leading business service firms (e.g., IBM) promote innovation yet it may well be that just a few firms reap the benefits of 
innovation with the majority being left behind. Besides, partial imitation or replication of the innovation may yield zero 
benefits or suboptimal returns. That is, while it may seem that service innovations are easy to copy, it may not be so 
because of the underlying linkages, processes and capabilities used. 
 
FIGURE 1. System of proposed relationships 
  
 
                                                 
1 Project-oriented firms refer to firms that use projects to deliver services (e.g., architectural firms, engineering firms, construction 
firms) 
 While insights on how manufacturing firms use innovation to compete are useful, they do not adequately explain the 
nuances involved in innovating services. In particular, it is not clear how entrepreneurial initiatives drive service 
innovation which can lead to competitive advantage. Drawing upon existing knowledge, we construed that the manner in 
which firms make use of existing resources plays an important role in superior value creation. We investigated how firms 
use entrepreneurial initiatives to combine resources frugally and make do with resources at hand, a phenomenon termed 
as bricolage. We proposed that service innovation was of two different forms: interactive innovation (client-facing 
configuration) and supportive innovation (backstage configuration). Using these concepts as the building blocks for our 
model (Figure 1), we asked the following research question:  
 
What is the role of bricolage and service innovation in achieving sustained competitive advantage in project-oriented 
firms?  
 
How we investigated this 
 
We conducted multiple studies across two comparable countries to investigate this research question. Initially we 
interviewed 14 senior managers of Australian project-oriented firms. Thereafter, we collected data from 192 Australian 
firms using a nation-wide survey. Finally we conducted a large scale survey on a representative sample of US-based 
project oriented firms which yielded data on 261 firms.   
 
What we found 
 
The results suggested that project-oriented service firms in both samples are likely to use service innovation to stay ahead 
of their rivals. Those firms that combine proactiveness, innovativeness, risk-taking with adaptiveness at the client 
interface as part of their entrepreneurial stance are likely to find success in making optimum use of their resources, which 
in turn is beneficial for service innovation and competitive advantage. Interestingly, the frugal use of resources is more 
prevalent at the backend where supportive innovation is undertaken rather than when engaging or interacting with the 
customer/client where actual service delivery occurs. A surprising finding relates to differences between the two samples 
where US firms are twice as more likely to rely on entrepreneurial initiatives to drive interactive innovation in comparison 
with Australian firms.   
 
Business and Policy Advice 
 
It is clear that innovation is important to create new value and outperform rivals. Given our results we recommend that 
project-oriented service firms persist with value creation initiatives through new and improved service offerings. New and 
superior alternatives that offer improved and unique benefits in line with client needs and expectations are likely to give 
firms an edge in the marketplace. Furthermore a balanced approach towards the management and utilisation of 
resources in innovation may prove beneficial. Notwithstanding the beneficial effects of the frugal use of resources on 
supportive innovation, managers should exercise caution in economising in areas of value creation which involve client 
interaction. An important aspect then is to identify differential aspects and organise between the two types of innovation 
and judiciously invest in appropriate resources to effectively enhance and sustain competitive advantage. 
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